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Apart from maximizing profits, one of the most important goals of a
commercial bank is to maintain its liquidity assets at the proper level. Since
excess reserves are the asset that provides more liquidity than most other
assets, the maintenance of excess reserves has to be carefully managed. The
excess reserves of a commercial bank should be adequate and appropriate.
The volume of excess reserves held by Thai commercial banks depends on
internal factors, such as the volume of total deposits and interest rates.
Moreover, in the global financial system, external factors, especially foreign
interest rates, also have an influence on the excess reserve management of the

Thai commercial banking system.
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The main objectives of this thesis are to investigate the factors affecting
the maintenance of excess reserves by the Thai commercial banking system.
The data used in this study consisted of yearly data from 1981 to 2004 from
the Bank of Thailand and Thai commercial banks. Multiple linear regressions
were used to find the factors that significantly affected the decisions of Thai
commercial banks with regard to excess reserve management.

The results show that the excess reserve levels of Thai commercial
banks are positively affected by the total deposit volume and interbank
lending rates. On the other hand, repurchase rates and excess reserve levels of

past years have adversely affected excess reserve levels.
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